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November 7,1996 Number: 159 

The Office of Thrift Supervision (OTS) has pub- 
lished the attached final rule containing increased 
maximum civil money penalties. The highest per- 
missible penalty is now $1.1 million a day, an in- 
crease of $100,000. 

OTS took the action to comply with a 1996 law re- 
quiring federal agencies to adjust their maximum 
civil money penalties at least once every four years 
to keep pace with inflation and maintain their de- 
terrent value. Congress requires the agencies to use 
a formula based on the Consumer Price Index. 
Agencies have no discretion in choosing whether 
to adjust their maximum civil money penalty. how 
much of an adjustment to make, or the methods 
used to determine the adjustment. 

The new maximum penalties were effective on the 
date of publication in the Federal Regisrer, and will 
apply to violations that occur after that date. 

The maximums serve as a cap beyond which civil 
money penalties may not go. Actual civil money pen- 
alties are calculated by OTS on a case-by-case basis 
taking into consideration a variety of factors such as 
me gravity of the violation, whether it was willful or 
recurring, and whether any harm was done to the 
financial institution. 

The final rule was published in the October 31,1996, 
edition of the FederulRegtirer, Vol. 61, No. 212, 
pp. 56II&56120. 

For further information contact: 
Richard Blanks (202) 906-7037 

Nicolas P. Retsinas 
Director 
Office of Thrift Supervision 
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DEPARTMENT OF THE TREASURY 

Cmco Of Thrift Supewlslon 

12 CFR Part 510 

pobrO-4 

RIN 155O-ABOl 

CM Monetary Pwlalty Infletlon 
AdjUStI0OIlt 

IOMCK Office of Thrift Supervtsio”. 
TIWWy. 
AC’ItoN: Final rule. 

WY)IIARY: Congress. in the Federal civil 
Monetary Penalty Inflation Adjustment 
Act of 1990. as amended by the Debt 
Collection bnproveme”t Act of 1996. 
required all federal agencies with the 
statutory authority to tmposa dvI1 
monetary penalties (CMPSI to regularly 
evaluate those (IMPS and adjust (he 
maxi”lum Ch4Ps to renect inflauon to 
e”sure that ths CMPs wntInue to 
maintain their deterrent value. 
Consequently. OTS Is issuing this fb1.31 
rule to implement the required 
adjustments to each of OTs’s CMP 
statutes. 
EFFECTIVE DATE: October 31. ,998. 
FOR FURTHER lNFORLU,,ON ~~NTMX 
Richard Bla”ks. Cousel (Bs”king and 
FiblanCe). (202) 906-7037. Chief 
Counsel’s Oflice. Regulations and 
Legislation Division. OfAce of Thrift 
Supervision. 1700 C Stnntt. NW.. 

WPPLELI5NlARI INFMUUTION: The 
Federal Civil Monetary Penalties 
Inflation Adjustment Act of 1990 

(FCMPIAAl ’ provided for tbe regular 
evaluation of CMPs 2 to ensure that they 
continued to maintain their deterrent 
value and that penalty amounts due the 
Federal Government were properly 
accounted for and collected. Section 
31.001fsl of the Omnibus Consolidated 
Rescis&ns and Ap 
1996 (OCBRA) sets orth the Debt P 

ropriations Act of 

Collection Im mvement Act of 1996 
DZIAj.~ whit! was enacted to provide 
more eftbctive tools for governmentwide 
collection of delinquent debt. Mom 
specIfically. sectton 31,001ls)(1) of the 
OCRRA amended the PCMPlhA by 
fe#li?ng each pgency to make 
m atlonary adpstments to the CMPs 
found in statutes that it administers: 
Such adjustments must be made by 
regulation ublished in the Federrl 
Register. &e fhst inflation adjustment 
is mquired by October 23.1996-180 
days after the enactment of the DCIA. 
Thereafter. a en&s must make inflation 
adjustments b y rwg&tton at least once 
every four years. Any incressa in a CMP 
applies only to violations tbat occur 
after the date the increase takes effect.’ 
These increases in maximum CMPs will 
not nEces.wtIy affect the amount of any 
CMP OTS seeks In co~ection with a 
particular violation because OTS 
calculates 
case basis L 

articular CMPs on a case-by- 
sed upon a variety of 

factors li”cludIng the gravtty of the 
violation. whether it was willful or 
recurring. and MY harm to the 
depository tnstitutton). Thus, the 
maxt”ums merely serve as a cap 
be 

h 
and which CMPs ma not go. 

e statute provides tfY at the inflation 
adjustment shall be determined by 
increasing the maximum CMP for each 
CMP by a cost-of-living adjusmmnt. The 
term “cost-of-living” adjustment is 
defined aa tbe parcsntage for each CMP 
by which the Consumer Rice Index 
WI1 for the month of June of the 

calendar year preceding the adjustment 
exceeds the CPI for the month of June 
of the calendar year in which the 
amount of such CMP was last set or 
adjusted pursuant to law. Any increase 
calculated under the statute must be 
rounded according to rounding rules sat 
forth in the statute. Agenctes do not 
have discretion in choosing whether to 
adjust a maximum CMP, by how much 
to adjust a maximum CMP. or the 
methods used to determine the 
adjustment. 

To he1 explain the six-step .f statuton y-mandated inflation 
adjustment calculatiqn. we will use the 
followi”g example. Pursuant to 12 
U.S.C. 1818(ij. OTS may impose a dsil 
maximum third-tier CMT not to oxcee d 
S1.000.000 for violations of asrtain 
banking laws. Tbe first step in the 
calculation requires findin the 
Consumer Price index fort % e All Urban 
Consumers (CP-Uj for two different 
time periods.6 The statute uires that 
tbe CPI-u for the year prece ?I ng the 
year of adjustment be used. which bent. 
because the adjustment will occur in 
1996. will be the CP-U for Ju”e, 1995. 
which is 458.7. Tbe CPI-IJ for June of 
the year the CMP was last set by law or 
adjusted for inflation also must be 
determined. Because s&Ion 1818lil was 

use 1s June 1989 which is 371.7 ad~~~t~~~~~t~~~~~~~~“g 

adjustment or fntlatio” factor. we divide 
the CFI-U for June of the premdtng year 
of the adjustment by the CPI-IJ for J”“e 
of the year the CMp was last set by law 
or adjusted for Inflation. Using our 
e=“ple. the 81 for June. 1995 (456.7) 
divided by tbe CPI-U for June. 1989 
(371.71 equals 1.23. Therefore. 1.23 is 
our inflation factor. 

Third. to calculate the mw inflation 
adjustment. we multiply the maximum 
penalty amounts set by law by tJm 
inflation factor. fn our example. 
S1.000.000 multfplied by our intlatton 
factor of 1.23 equals S1.230.000. 

Fourth. we ban, to mund the raw 
inflation adjustment amounts according 
to the munding rules set forth in the 
FCMPIAA. Since we round the 
increased amount. we calculate the 
increased amount by subtracting the 
origIna maximum penalty mnounts 
from the raw maximum inflation 
adjustments. The increased amount for 
the maximum penalty I” ow example is 
S1.230.000 minus $1.000.000. which 
equals S230.000. According to the 
rounding rules, if the penalty is greater 
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than $200,000. thenwe round the 
increase to the nesrest multiple of 
$25.000. Therefore. the maximum 
penalty increase for our example. after 
application of the rounding rules. is 
s225.000. 

Fifth, we find the inflation adjustment 
maximum penalty after mundin 
adding the mended increase to t!l 

by 
e 

original maximum penalty emmmt set 
by law to calculate the maximum 
inflation adjusted penalty mnounts. I” 
our example. $1.000.000 plus $225,000 
yields e meximmn inflation adjusted 
penalt 

Fine T 
mnmmt of s1,225.000. 

ly. the statute provides that the 
inflation adiustment of the madmum 
penalty emolmt cannot exceed 10% of 
the original maximum penalty amount. 
Ten percent of the original maximum 
penalty amount of $l.OOO,OOO in our 
example equals $100.000. Because the 
inwsse in the maximum penalty 
amount cannot exceed 10% of the 
origtnal maxi”n”” penalty amount. the 
adjusted maximum penalty *mount in 
our example is S1.100.000. This is the 
amount set forth in the mgulatto”. 

The six-ste 
has been ap 

JK 

cel~lation just described 
led to all of OTS’s ChG’ 

statutes. en the maximum penalty 
amount for each stetute is set out in the 
regulation. 

f&& for an Immediately EffecUve Final 

Section 553 of the Administrettve 
Pmcedwe Act ’ requires separate 
findings for good cause. first. that notice 
and comment are impmcticeble. 
wmecessmy. or contrary to the public 
interest when en agency determines to 
issue e rule without prior notice and 
comment and second. when it , 
determines to make a rule effective 

without a so-day delay. Section 302 of en egency to identify and consider a 
the Rlegle Community Development end reasonable number of regulatory 
Regulatory Improvement Act of 1994 * 
requires that e regulation that imposes 

alternatives before promulgating * rule. 
OTS has determined that the rule will 

new requirements take effect on the first 
day of the quarter following publication 

not result in expenditures by state. 
local. or tribal governments or by the 

of the final rule. That section provides. 
however, that en agency may determine 

private sector of $100 million or more. 

that the rule should take effect earlier 
Accordingly. this rulemeklng is not 

upon e finding of good cause. 
subject to section 202 of the Unhmded 
Mandates Act. 

List of Subjects in 12 CFR Pert 510 
Under the statute. agencies must meke 

the required CM&’ inflation adjustments 
(1) .QclxrdIng to the very specific 
fmmule set forth in the statute end (2) 
by October 23.1996. Agencies have no 
discretion either es the inflation 
adjustment enmunt or the timing of the 
adjustment. Due to this lack of agency 
discretion. the OTS believes that notice 
end comment em unnecessary. For these 
same reasons. tbe OTS believes that 
them is good cause to make this rule 
effective immedletely upon publlcettoe 

Executive Order 12686 

Administrative practice end 
pmcedum. Penalties. 

Accordingly. OTS amends Utle 12. 
chapter v. pert 510 of the Code of 
Regulstions es set forth below. 

PART 51O-MISCELl_ANEOUS 
ORGANtZAliONAL REGULATIONS 

The Director of the OTS has 
determined that this final r”le does not 
constitute a “significant regulatory 
ecuo”” for the porpdses of Bxecuuve 
Order 12666. 

The authority citetton for pert 510 is 
revised to read es follows: 

Authority: 12 “SC. ,462~. 1463,14W 
Pub. L 101-410.194 Stat 690: Pub. L. KM- 
134.110 stat 1321-358. 

2. Sectto” 510.6 is added to mad as 
follows: 

Unhroded MPndntee Act of 1995 
Sectto” 202 of the Unfunded 

Mandates Reform Act of 1995. Public 
Law 1044 (Unfunded Mandates Act), 
requires that en egency prepare e 
budgetary impact statement before 
pmmulgeting e rule that includes e 
federal mandate thet may result in 
expenditure by state. locel. end tribal 
governments. in the aggregate, or by the 
private sector, of $100 milllo” or more 
in any one year. If a budgetary impact 
statement is required. section 205 of the 
Unfunded Mandates Act also requires 

Pursuant to the Federal civil 
Monetary Penalties Inflation 
Adjustment Act of 1990 (26 U.S.C. 2461 
note). es amended by the Debt 
Collection Impmvement Act of 1996 
(Pub. L. 104-134.110 Stat. 1321-356). 
OTS is required to make intlstionmy 
adjustments for civil monetary penalties 
in stetotes that it edministers. The 
following chart displays those 
adiustments. es calculated pursuant to 
the statute: 

U.S. cc& citalbn 

12 USC. 1464(V)(4) ................................................................. 
12 U.S.C. 1464(V)(6) ................................................................. 
12 U.S.C. 1464(V)(6) ................................................................. 
12 U.S.C. 1467(4) ..................................................................... 
12 U.S.C. 1467aM3) ................................................................ 
12 U.S.C. 1467a(r)(i) ...................................... _. ...................... 
t2 USC. 1467a(r)(2) ............................................................... 
t2 U.S.C. 1467lm(3) .......................................... _. .................. 
12 USC. 1617(D(16)(A) ........................................................... 
12 U.S.C. 1617(/)t16)(6) ........................................................... 
12 U.S.C. 1817U)(16)(C) ........................................................... 
12 U.S.C. 16166)(2)(A) ............................................................. 
12 USC. 1616(i)(2)(8) ............................................................. 
12 USC. 1616(i)c2)(C) ..................................... z ....................... 
12 U.S.C. 3349(b) ..................................................................... 
12 U.S.C. 3349(b) ..................................................................... 
t2 USC. 3349(b) ..................................................................... 
42 U.S.C. AOlZN-, .................................................................... 

CMP desuiptii 

Repods of condil St rbf ................................................ 
Repolts 0‘ condion-2nd Tm ............................................... 
RepMIotCond~rdr wr ...... _. ....................................... 
Retusal to Cooperate in Exam ................................................ 
Hokthg Company M Vblatii ............................................... 
Latellnaccurate Repatctst Tef ........................................... 
LawlnaDwrate Fteports-2nd lkr .......................................... 
Latennaaurate Ftepats-3rd tiw .......................................... 
chanpe kl CQntrc4-1st Tief ...... ..“. ......................................... 
ChM9eill conMc2nd Tii ................................................... 
Chanpe in Cmtm+-3rd Tier .................................................... 
vwatbn Of Law or ““sate or unsound Pmctiilst Tie, ..... 
Vialion 0t t.4~ M ““sate OT or Unsound Pratiind Tit, 
volation Of Law or unwte of unsamd Practii Tier .... 
Apvmsals Vitio~tst lier .................................................. 
Appnisals Vildtio~Znd Tier ................................................ 
Appraisals Violatiorh3rd Tier ................................................. 
Flood Insurance ...................................................... ;“” .......... 

~~ 
t.lW:OW 

2% 
2ci 

t.lW:CCO 
5.500 

27.500 
1.100.000 

2%z 
1,100:WO 

2?E 
1.1w:OGu 

350/105,Ow 
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